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Of the items publish~d this week, D/LA finds of vartieular interast
that on the probable establishment of a UN unit in the Colombian
(p. 3) and that on recent anti=Communist developments in Guatemala (n. 2).

CURRENT DEVELOPMENTS

GENERAL: Strained Ecuedoran=Peruvian relations are unlikely to lead to
serious trouble (p. ),

NORTTVERN AREA: In Cube » the resignation of the senate nresident has brought
to 1ight a rift in the Auténtico Party (v. 2)s In Guatemsla, recent develon-
- ments indicate a loss of Cormunist influence and a govermment desire for
closer cooveration with the US {p. 2),
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GENFRAL: Strained Eeusdoran-Peryvian Relations Unlikely to Lead to
Arued Conflict

Reneved discussion of the Ecuaforan-Peruvian bondary dispute
by the gusrentors of the 1942 Rio Protocol (Argentina, Brazil, Chile,
and the US) has increased tension in Eeuadoran-Peruvian relations.

The traditional 111 feeling betieen Ecuador and Peru has also been
heightened recently by umconfirmed rumcrs in each countpy that the
other 1s engaging in military runeuvars near the border. Although

it is guite possible that aroused publie opinion, especially in border
towns, mar nrovoke one or two cinor “rontier ineidents, it is believed
that the desire of both goverrments to avoid an ocutbreal of hostilities
will orecluie the occurrence of any serious trouble at this time.

CUBA; Rift in Auténtico Party ,

The strength of Presidant Frio's narty may be lessened as a
result of the resignation lasl week of the politieally powerful senate
vresident,, Miguel Sudrez Ferndndez, who has long been perscng non grate
with the nresident, "t is nevartheless a strong potential candidate
for the presifency in 1952. It seems unlikely that the rift between
the president and Sudrez Ferndriez will be eliminsted in view of the
intensity and long duration of the nolitical rivalry involved. Sudrez?
political activity will not necessarily bte anti-Autdntico at this time
but will certainly be anti-Prio, and the divided loyalties thuz created
within the Auténtico portr is very litely to undermine its strength
both in congress and in its negotiat! ns with winority political elements
for sumport. _

GUATF2ALA:  Anti-Corrunist Drselopments Indicate Desire for Pro-US

Aligrment .

Recent anti-Cormn®st develonrments in Guatemala indicate
a logs of Communist influenc: and a desire, on the mart of the govern-
ment, to align itself more c.osely with the US in warld affairs- In
recent weeks, the govermment has signed the Rio Treaty desnite Commu=
nist nrotests, has supnpressei the Communist newspaner Octubrs, and hags
banned a vrojected workers' schools The minister of govermment has
suggested a snecific anti-tolalitarian law vwhich would ontlaw Comrmunist
activity, and railvay worker: have revolted against the Gomrmunist
leadership of Manuel Pinto Usaga =~ a revolt vossibly inspired by
Colonsel Arbenz, the adminisiration candidete most favored to suceced
Pregident Avédvalo.

It is a-parent that the government, in seeking to align
itself more closely with the US, has been instigating end nublicizing
these anti-Comrunist develcpments. It is true that the government®s
anti-Communist campaign wag not initiated until the effective suopression
of conservative anti-admin(stration porties had rendered Commumist help
less necessary to the statility of the administration and to the suceess
of the Arbenz candi‘acy. WNevertheless, the developments do indicate
that Guatemalan Communist leaders have lost influence, thet the govern-
ment can risk suppressive measures ogainst them, and that it vrefers
a oro-US to a vro-Soviet a2ligmment in internctional affairs.
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4o COLO“BIA: UK Unit Probeble in Ammed Forcea B
: dhe Colombian army chief of staff’s strong annroval of

Secretary Acheson®s suggestion fer training UN units within the armed
farces will probably result in the setting up of sueh a unit in Colom
bia, should the General Assembly adopt the suggested resolution. The
current readinese to surnart the US in this proposal may nrobebly be
abtributed in part to Colambian interest in securing the equipment
which yould presumably be mede avallable to a UN unit. Primerily,
houever; it is believed that the action should be atiributed to the
gincere interest of the Colombian neople in UN acticn and to the
leadership of the Colembian government in this respect, further proof
of which was the offer of the frigate, "Almirante Padilla®. Although
8 Colembian army unit would nmeed comsiderable ascistence in equipment
and training, the readiness of ths Colcambian army t¢ fight would add
scmevhat to U mannower res-rves and, in addition, would be a nropa*
pands asset in the US effert to mobolize action against Cormunism.
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Situation ,l«bmére.ndum 61-50

The Cusrent §:‘gtuz_1t:1m in 1 Salvador

(Summary ~= After tweniy=-one months of ruls by decrec urder a
revolutirnery junta, El Salvador returned to constitutional
government under an elected vresident on 15 Sevtembere. ILibepal .
provisions in the new eonstituticn have arcused oppesitioca among
eonservatives. The economle situetion remains feworable, tat
businessmen fesr governmont contwol and compstiticn. Comumiste
contimis to have 1itile influpnes in matirnal affeirs. There
has bsen no change in the military siturtion, vith the ermy
continuing to manifest loyelty to Osario. El Salvedor®s forsign
relations eontinue, in genoral, amieable and eoopsratives

- == US gecurity inmterests are favored by El Salvader®s
Ul nosition but have beon disregarded in Bl Salvador’s new
claims to offshore waters.)

Poli‘t%cal : '

ke mest outstanding recent political devolorment has besn the rolurn
%o oonstitutional govermment end the insuguration of Major Osesy Osorio

‘as president on 15 Septembsr. The nev constitution, prepared by a nro-
Osorio agsembly and signed on 7 Sentember, has er~used anxiety, resentment,
and oprosition among eonscrvatives, vho see their long~standing ceonamie ,
autonomy and nolitical influsnce threaténed by iths expropriction provisions 25X1
in the new comstitution, by the anti-nmonopoly clsuses, by the nprovisions ,
for gov ent operation of nrivate companies im event of crisis. and by

Eeonemie :
“E1 Salvador®s econcmic situation continues to be vepy favorable.
Busivess conditions have bsen bstier than usual for the season between
coffee harvests, and finameial indices (bank assots, banl deposits, and
money in cireulation) are well sbove comparative figures for furme: yoars.
Reeord coffee nrices contimve to maintain foveign exchange resérves &8t a
high level. Fublic confidence in the goverrment's Lempa River hydroolectric
nroject (for vhich a $12 million Internmationel Bank lcan was granted la=t
year) has been demonstreted by the rapid ard complete sale ef the $5.2
million domestic bond issus needed to éamplote the financing. Initiation
of construction activities (by a US firm) will benefit local employment
o oot R SO e U0 CIATEF TS D30kl oosibe 2 scr o
o vut into effec s nrogram for prom the indus wral,
e ORET R L
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Situetion Ijxencrandm 61-50

The Current Situstion in El Salvador

(Summary = After twenty=ons moaths of rule by decrec under a
revoluti~nery junta, El Salvador returned to constitutioneld
govermment ukder an glechbed president on 15 Sontembar. Liberal .
provisions in the now comstituticn have arcused oppenition among
eongervatives. The economic situntion remains fevorable, tub
businessmen fear government eomivol and compebition. Cormmists
eontimies $o have 1ittle infiusnce in maticnsl affeirs. There
has besen no change in the military siturtion, vith the evmy
continuing to manifost loyelty to Osoric. Bl Salvader®s foreign
relations eontimte, in genoral, amieable and coopsratives

== US pecurity imterests are favored by El Salvader®s
Ul nosltion but have beon disregarded in Bl Salvader®s new
elaims te offshore waterss)

Polit%ca.l , _ _

he most outstanding recent political devslorment has been the return

to constitutional government emd the inauguwration of Major Oscor Osorio

‘ag president on 15 Septembsr. The new constitution, nrevared by a2 pro~

Osorioc assembly and signed on 7 Sentembor, has arrussd antiety, resentment,

and opnosition emong comscrvetives, vho see their long~standing econmmic

autonamy and nolitical influencs threaténed by the expropriation vrovigions

in the new constitution, by the anti-monopoly clauzss, by the nrovisions

for govermment oneration of nrivete companies in event of crisis. ond by

the unprecedented pro-~labor r~rovisiong 25X1

Economic

- El Salvedor®s economic situation continues to be vepy fovorables
Business conditions have boen bstitor than usual for the seascn between
coffee harvests, and finanelel indices (bank assets, bank deposits, and
money im cireulation) are vell sbeve canparative figures for furmer years.
Record coffes nrices continus to maintain forelgn eoxchange reserves at a
high level. Public confidence in the govornment!s Lempa River hydroslectric
vroject (for vhich a $12 nillion Tnternational Bank lesn was granted laat
year) hes besn demonstrated by the rapid and caplete sale of the $5.2
million domestic bond lssue needed to complete the financing. Initiation
of construction ectivities (by a US firm) will benefit local employment

and Wsiﬁ@wve@»ﬁofmsbz@mm: ehiuRbig-pidohebn 2boesbiert2Oscrio
%o put into effect his nrogram for nrema_tc, ‘the indusitrial, agricultural,
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and comercisl development of the country. However, onnosition may be
expected fram vwealthy businessmen and coffea nroducers who fear that ths
goverrment may take over control of profitable, privately-managed organi-
zations such as the Crmpania Salvadorena de Cafe, the Mortgage Bank, and
the Central Reserve Barnk. Such a move might be in accord with Osoriofs
determination to cambat the traditirnally tight credit situation through
the creation of a government finance agency vhich will extend small, long™
toxm, low-interest losnse. Businessmen are also concerned about the nossi-
bility of inereased taxes, of social legislation whieh may favor inercased
wages and workers® compensation paymrnts, rnd of expropriation on the basis
of "social necessity'. Although Osorio®s nrogram will give the goverrment -
control over a greater portion of ¥l Salvadorfs wealib, thereby reducing
the stabilizing influsnce of the country?s ultra-conservative canitalists,
it may pramote a degree of sconamic diversification and an inerease in
nroductivity. The most irmediate effect will nrobably be an inerease in
governrent employment and the creation or expansion of a few favored
business enterpfises.

Military '

There has been little change in the military situati~n. The army
remains capable of maintaining internal order and contimues to be loyal
to Major Osorio, the nev nresidents It is vossibly true that Majar Oscar
Bolanos, dominant member of the former govermment junta, sounded out army
support for a plan to proleng his junta goverrment. However, Bolanos, whe
nowy has accented the post of minister of defense, annarently abandoned
this nlan. In recent months, same new ermy equipment has been acquired
in the US. Interest contimues in nlans for a coast guard vhich, iF
established, may orovide El Salvador with a means of patrolling its neviy
claimed 200-mile offshore territorial lirit (see Intemationﬁo

Sybversiye | |

Comumists continue to exert little influence in national affairs.
Political aetivity has beaen slight since the defeat of the anti-Osorilo
coalition candidate in the March nresidential elections Greatest activity
has been among university student grouns. Communists -sere able, in June,
to stage a8 student nrotest against the Lempa river Aydroelectric nroject
(denounced as "US imnerislism®), and they vere active in initiating, and
rrolonging, the student strike in July. Largely through the Comité
Revolueionario Estudiantil Cermurists have engaged in organizatiomal vork
directed toward the formation of a nev youth organizotion, a new clandestine
organization, and new Marxist study grounse In the field of labor, activity
has been slight but has increased since the nublication of tuo basie labor
lays by the junta gowermment. These lavws (which will nresumably be supported
by Osorio) legalize commany and trade unions tut forbid federalizetion and
carefully eircumscribe union activities. Communists have therefore laid
vlans to conso’idate oonosition and to agitate for the unification necessary
if labor is to became influentiel.

Al NpprglycthEpe fsidase200510 2112 o TIARDPING: 0408 0200020006 0002 -develon

during caming months, Commurist influerce is not exmect~d to increase.
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Int t

El Salvador?s relations with its neighbors, with the US, and with
other contries continue to be, in general, ccoperative and amicable,
though the recent ¢laim to sovereignty over offshore waters (see D/LA Wkly,
12 Sep 50) vrovides grounds for internstionsl controversye. Desnite nro-
tests from the US and Great Britain, El Salvador incormorated in its new
constitution a claim to absolute sovereignty over the high seas to a dis-
tanco of 200 miles offshore. This eleim, vhich eonflicts with US commercial
and defense interests, will lead to further controversy. Moreover, a
noticnalistic trend; as illustrated in the new comstitution, may eventually
leac to conflicts between the govermment and US business interests in the
countrys. In recent months the govermment hes ratified the OAS charter and
the Bogotd Pact and in the Korean controversy has given full support to
the UNe. The govermment continues to look to the United States for technieal
aild and advics.

cONFIDENTIAL
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The Current Situation in Surinam

(Summary - The political situvation is now relatively calm after
one rather stormy controversy in the Staten in July. Economic
conditions have not improved in the period from April to August.
The Dutch army garrison at Parameribo and Surinam!s small forece
of policemen continue to be of no military importance. No sub—
versive movement is known to exist in Surinam. No matter of:
importance affecting Surinam's internationsal relations has arisen
in the past six months.

- U5 security interests have not been affected by
recent developments in Surinem.)

Political ‘

e political situation is now relatively calm after a rather stormy
controversy in July centering around the dismissal of a doctor from the shaff
of the public hospital. Isst March, llinister of Education and Public Health
Lou Lichtveld dismissed Dr. H. C. Van Ommeren, govermment surgeon in the
public hospital when the latter, apparently motivated mainly by personal and
professional jealousy, refused to obey an order of his superior. Dr. Van
Ommeren, who is & member of the Staten, retaliated by proposing in that bocy
a motion of cemsure against the minister. Albhough Van Ommeren's party, the
Wational Party of Surinam (WPS), had in a party congress approved this par—
liamentary move, when the motion came to a vote eight of the twelve NPS Staten
members resigned from the party and voted to sustain the minister. For a
while it was feared that this split in the NPS, which is the majority party
in the Staten, would cause the government to fall and necessitate new elections.’
Tt now appears likely, however, that the governor will wait to see if the
Staten as presently constituted can function before dissolving the assembly
and calling for new elections. esent composition of the Staten is §
Independents, formerly NPS; L WPS; 1 SIB (Surinam Mineworlers! Hond); 6 VIIP
(United Hindu Party); and 2 SLO (Surinam Farmers' Orgenization)./

Economic

Liconomic conditions did not improve in the period from April o August,
but the outlock is much brighter for the coming months. (There is no economlc
information available on Surinam for August and September.) As a result of
decreased US demand for bauxite in the first half of 1950, the largest of
Surinam's three bauxite mines cut baclk production by 25%. Although the cut
back in production was not fully reflected in bauxite exports since produc—
tion from one other mine increased slightly in the same period , the reduction
in exports of bauxite was sufficient to have a slightly adverse effect on
the economy and the loss of this dollar income has so inereased Surinan's
dollar shortage that the govermment has found it necessary to tighten controls
on imports from hard currency areas for the last six months of 1950,

CONFIDERTIAL
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The government's desire to counteract the trend toward complete depen—
dence on one expert product, bauxite, has been reflected in a mumber of recent
measures designed to encourage the pursuit of other economic activities.
Further efforts to stirmlate gold production included the setting aside of
certain areas vhere miners can prospect for gold without taling out a conces—
sion, and *he removal of the royalty which formerly had to be paid on all gold
produced in the country. Probably as a result of these incentives, gold
production has increased considerably in recent months over the 19119 all~time
low level of production, but there is 1ittle chance that the over-all trond
toward the decline of the gold industry will be changed. The government hes
sought to aid the citrus fruit industry by the establishment of a central
packing house, with a view to eliminating complaints of Netherlands importers
that 2 large portion of Suriram fruit is spolled by the time it arrives in
Holland. The detérmining factor in the povernment®s decision to buili the
packing house at thic time was probably the termination on 1 December 1949
of an agreemert batween the Netherlands and the Surinem Govermment prohibite
ing the importetion of citrus fruit into the Netherlands from any couniry
other than Surinary, a situwation which now forces Surinam to compste with
other naticns for the Netherlonds trade. A still furtvher step in the govern—
mentis attempt to achieve a more diversified economy is seen in the Netherlands—
ECA financed Lelydorp Plan, a project for the settling of both local and
Dutch farmers on a large tract of fertile land for the cultivalion of rice,
peanmuts and soya beans. Although these government measwres will help to
increase production of fruit and nther agricultural products, it is not be-
lieved that they will significently affact the one-product nature of the Surinam
econonys

Economic conditions promise to improve considerably in the next six
months, Since bauxite comprises 75% of Surinam's exports and since practi-
cally all of this bauxite goes to the US, Surinam!s economy is particularly
sensitive to every change in US demand for alumimm. The outbreak of war in
Korea impediately reversed the early 1950 domward trend in US aluminum produc-
tion and since July demand of both c¢ivilian and defense industries has been
so great that the aluminmum industry, even producing at full capacity, camot
supply all that is needed. loreover, should there occur some unforeseeabls
slackening in industry's demand (a development which is most improbable)
there would still be no slow down in US ajumimmm production for some time,

&8s any available aluminum would now be quickly purchased by the Tunitions
Board, which received a large appropriation for stockpiling aluminum in July
and has been unable as yet to acquire any significant quantity for stoclpiles,
because of the current scarcity of the metal. These developments assure
Surinam of increased bauxite exports, a greater supply of US dollars and a
resultant considerably improved economic situation in coming months.

INEIREHTIAY, 5.
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Hili%
e Dutch army garrison at Paramaribo and Surinan's small force of
native policemen continue to be of no political or military significance.

Subversive :
o movement of a subversive character is lmom o exist in Surinam.
International

No mavter of importance affecting Swuriram's international relations
(which are administered by the Netherlands) has arisen in the past six
nonths. Surinawm did not obtain its hoped—for associste membership in the
Economic Commissicn for Latin America (ECLA) at the third session of that
body in June 1950. lowever, the Netherlands did recognize Surinam's interest
in this commission by appointing as the Dutch representative s Surinamts
linigter of Bducation and Public Health, Louw Lichiveld.

There have been no further developments relstive to the proposed federa—
tion of the Wetherlands, the Dutch Atilles and Surinam. The Round Table

Conference originally scheduled for July has now been postponed until some—
time in 1951. .

9.
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